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1 this - to your understanding, does this mean that 

2 park lands would be dedicated and the County will 

3 build the park or will you, Maui Land & Pine, build 

4 the park and then dedicate it to the County? 

5 MR. McNATT: It's really up to the Director of Parks and 

6 Recreation to determine whether he wants to accept a 

7 fee or park land. So it will be up to him. That's 

8 the way the Code reads at this time. We'll be 

9 willing to work with him in either either way, 

10 either fee or park dedication. 

11 COUNCILMEMBER MOLINA: Okay. Thank you, Chairman. 

12 VICE-CHAIR PONTANILLA: Thank you, Mr. Molina. 

13 Member Mateo, followed by Member Johnson, 

14 followed by Member Kane. 

15 COUNCILMEMBER MATEO: Thank you. Thank you very much, 

16 Chair. 

17 Mr. McNatt, good afternoon. 

18 MR. McNATT: Good afternoon, Mr. Mateo. How are you? 

19 COUNCILMEMBER MATEO: I'm fine. Thank you. 

20 MR. McNATT: Good. 

21 COUNCILMEMBER MATEO: I wanted to just follow up in the 

22 

23 

24 

25 

same direction that Mr. Kane was going in, and that 

would be in terms of your initial statements kind of 

told us that Kapalua Mauka needs to happen, and if 

it doesn't, there's -- it becomes questionable the 
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1 survivability of Maui Land & Pine. So I guess I 

2 would be real blunt and just ask you, how much money 

3 does Maui Land & Pine need to remain, you know, 

4 stable or financially stable? 

5 MR. McNATT: Wow, that's an interesting question. I can't 

6 answer it. I can't give you a finite number of how 

7 much money we need to stay in business, because it 

8 changes every year. It changes continuously as we 

9 react to the market, as things happen, national 

10 disasters, for instance. Like 9/11 affected us 

11 tremendously. We just don't know. And also, at any 

12 given time our business -- one part of our business 

13 can be up and another part can be down. We're at a 

14 peak right now in real estate prices. Who knows how 

15 long the real estate market is going to hang in 

16 there. So we have to plan for the long-term, the 

17 very long-term, and in fact when our employees got 

18 together 18 months ago and re-thought how the 

19 company should be, what our core values were, they 

20 looked at the next hundred years. So we think 

21 long-term. We need to get to a point where we have 

22 continuous profits so that we can sustain our 

23 employees and the community, but we don't know what 

24 that -- what that number is. 

25 COUNCILMEMBER MATEO: Thank you. So then in terms of 
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1 profits, then, that you reference, what is the 

2 projected profit from the Kapalua Mauka project? 

3 MR. McNATT: We don't have a projected profit. It's--

4 we're asking for zoning right now, so we haven't 

5 we don't know what our costs are going to be to 

6 create the product. This is a IS-year project 

7 probably, to be able to build the infrastructure 

8 over the next few years, then to begin selling homes 

9 over a long period of time. So we don't have a 

10 projected profit. We hope it will be profitable. 

11 Some projects on Maui have been very unprofitable. 

12 COUNCILMEMBER MATEO: So if this is a 15 , 20-year build 

13 out project, how do you know how much money you need 

14 to remain stable? 

15 MR. McNATT: We don't. We don't know how much money we 

16 need. 

17 COUNCILMEMBER MATEO: So why --

18 MR. McNATT: That's why I couldn't give you a number. We 

19 really don't have a number of how much -- how much 

20 profit we're going to need. 

21 COUNCILMEMBER MATEO: Okay. 

22 MR. McNATT: So we need to get each of our operations to 

23 

24 

25 

the point where it's profitable. For instance, 

agriculture, we need to get that to the point where 

it's profitable and not supported by development. 
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1 We need to get our resort operations to a point 

2 where it's profitable, where it's not also supported 

3 by land sales and development. 

4 COUNCILMEMBER MATEO: The only reason I ask is because, 

5 you know, it's been prefaced that you need this 

6 project in order to take care of the additional 

7 projects. Pulelehua, that's already moving 

8 apparently, I think. So you've got your additional 

9 projects already moving. So your concern of 

10 financial responsibility -- being responsible 

11 financially, I just don't understand how you can say 

12 you need this project when you don't even know, you 

13 know, what the financial need is, you don't know 

14 what the profit read out from Kapalua Mauka is going 

15 to be. So how do we balance your need versus what 

16 you say? 

17 MR. McNATT: We do have plans. We do have a five-year 

18 budget. We do cash flow models that go out about 

19 six quarters, a year and a half. 

20 COUNCILMEMBER MATEO: So in the next five years, sir 

21 MR. McNATT: And we monitor that over every quarter. We 

22 

23 

24 

25 

change that and monitor it, depending on what market 

conditions are. So to answer your question, we do 

model it. We have an idea of what those numbers 

are. 
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1 COUNCILMEMBER MATEO: Are you able to share those ideas 

2 for the next five years? 

3 MR. McNATT: No, I can't share those numbers. That's 

4 proprietary information. 

5 COUNCILMEMBER MATEO: Oh, okay. Thank you very much. 

6 Chairman, I'm done. 

7 VICE-CHAIR PONTANILLA: Thank you, Mr. Mateo. 

8 Member Johnson. 

9 COUNCILMEMBER JOHNSON: Yes, I guess your back isn't 

10 against the wall anymore. 

11 MR. McNATT: No, I was kind of pinned there for a while. 

12 That's okay. 

13 COUNCILMEMBER JOHNSON: Sorry about that. Anyway, this 

14 was a question I had written down earlier, and I 

15 saved it for now, which it's diverting a little bit 

16 from the questions we're on right now. This is in 

17 regard to the affordable housing, the 120 days. 

18 MR. McNATT: Yes. 

19 COUNCILMEMBER JOHNSON: You heard my comments earlier 

20 

21 

22 

23 

24 

25 

about my concern about when we put in affordable 

housing requirements and then it doesn't get sold to 

somebody that's at least close to those income 

levels. What is your feeling about that particular 

component or the time limitation for the number of 

days? 
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1 MR. McNATT: Well, the current time limitation in the 

2 county Code where it does apply to affordable 

3 housing is 90 days. 

4 COUNCILMEMBER JOHNSON: 90. 

5 MR. McNATT: We've increased it to 120 because you had 

6 suggested that at an earlier meeting. I'm also 

7 concerned about what you are about the those 

8 units moving out of the affordable range, so we 

9 would consider capping that at the 120 percent 

10 level, where if we can't sell it to somebody at the 

11 100, 120 percent level, then we end up holding it, 

12 but we're confident that we'll be able to qualify 

13 somebody once it gets to that level. So if somebody 

14 is in the 80 to 100 and a unit sits there for 120 

15 days and doesn't sell, it can go to the 100 to 120 

16 level and it will probably sell in that category, 

17 but we'll keep it at that level. We won't sell it 

18 to someone that makes over 120 percent. 

19 COUNCILMEMBER JOHNSON: Yeah, because I know that, you 

20 know -- and you and I had discussed this before 

21 about some of your people that were in the Kapua 

22 subdivision, you know, not qualifying and then, you 

23 know, they got bumped out and someone else got the 

24 unit, which was very hard for those people. 

25 MR. McNATT: It was extremely frustrating for us as well. 
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1 COUNCILMEMBER JOHNSON: Okay. The other question I have, 

2 Mr. Chair, and I'll just ask, you know, because a 

3 time share component of course is part of this mix 

4 with what you're talking about for resort 

5 development, I know that in the past with the Ritz, 

6 you know, I guess their current operation -- one of 

7 the things that I wonder, if you still have under 

8 consideration, because of the revenue stream that is 

9 I guess gained by going to a time-share conversion, 

10 do you still have that as a possible consideration 

11 to improve cash flow, the conversion of let's say a 

12 portion of the Ritz-Carlton to time-share? 

13 MR. McNATT: We don't. We're not we don't own the 

14 Ritz-Carlton and don't really have any control over 

15 it. And don't think that that's being considered at 

16 this time. We don't in fact, the hotel has been 

17 on the market and is in escrow, I believe, or will 

18 be soon with a new buyer, so we really don't have 

19 any control over the Ritz-Carlton. 

20 COUNCILMEMBER JOHNSON: Okay, so that's not even a holding 

21 anymore of Maui Land & Pine? 

22 MR. McNATT: We own the land underneath the hotel. We own 

23 the land, but we don't own the hotel itself, nor do 

24 we operate the hotel. 

25 COUNCILMEMBER JOHNSON: Okay. Now, with regard to the 
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1 demolition, then --

2 MR. McNATT: Of the Kapal ua Bay --

3 COUNCILMEMBER JOHNSON: -- of the Kapalua Bay Hotel, which 

4 will be going to a -- I guess a time-share of sorts. 

5 It's not -- you know, it's a member -- club 

6 membership reference that's being made. 

7 MR. McNATT: Well, there are three components to that, if 

8 I may, Mr. Chairman, very quickly. 

9 VICE CHAIR PONTANILLA: Go ahead, Mr. McNatt. 

10 MR. McNATT: Even though it's off target a little bit. 

11 There's a wholly owned product of about 54, 55 

12 units -- actually 84 units, and there's about 28 of 

13 those units will be with Exclusive Resorts, a club 

14 product, but still wholly owned by that company. 

15 And then there's a -- roughly 62 or so units that 

16 will be Ritz-Carlton Club units. Those are 1/12 

17 fractions, which are technically a time-share. 

18 COUNCILMEMBER JOHNSON: And will there be any economic 

19 benefit? You know, again, 11m looking towards the 

20 stability factor of your whole operation. Is there 

21 any potential for revenues to come from that 

22 particular operation or that conversion 

23 MR. McNATT: Yes. 

24 COUNCILMEMBER JOHNSON: -- that would also help to 

25 stabilize your company? 
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1 MR. McNATT: Yes. Yes, there will be. That's our hope. 

2 That's our hope that there will be profits from that 

3 operation. Currently the hotel loses money, and it 

4 pretty much always has since it was built. That's 

5 why we're contemplating this painful conversion to a 

6 different product, but there should be profits from 

7 that -- that project. 

8 COUNCILMEMBER JOHNSON: Okay, thank you very much. 

9 MR. McNATT: Thank you. 

10 VICE-CHAIR PONTANILLA: Member Kane, followed by Member 

11 Anderson. 

12 COUNCILMEMBER KANE: Mr. Chair, I was asking to be 

13 recognized to ask you to consider a break, but in 

14 light of Member Anderson's wanting to ask questions, 

15 and Mr. McNatt already there, I'll yield the request 

16 until it's appropriate for your consideration. 

17 VICE-CHAIR PONTANILLA: Thank you. Ms. Anderson. 

18 COUNCILMEMBER ANDERSON: Thank you, Member Kane. I'll try 

19 to be succinct. 

20 COUNCILMEMBER KANE: Good word. 

21 COUNCILMEMBER ANDERSON: It's hard to say, though. 

22 Mr. McNatt. 

23 MR. McNATT: Yes, ma' am. 

24 COUNCILMEMBER ANDERSON: As a requirement for your 

25 petition for a District Boundary Amendment you are 
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1 required to provide State Land Use Commission 

2 various financial information, and one of those is a 

3 balance sheet. In August 2003 you stated that 

4 Kapalua Land Company had $184.32 million in assets, 

5 $120.3 million in liabilities, and $62.7 million in 

6 shareholders' equity as of December 31st, 2002. Can 

7 you tell us what the shareholders' equity was as of 

8 December '04, if you recall? 

9 MR. McNATT: No, I don't. 

10 COUNCILMEMBER ANDERSON: Shame on you. 

11 MR. McNATT: December of '04, the shareholders' equity? 

12 COUNCILMEMBER ANDERSON: Yes. 

13 MR. McNATT: We can probably come up with that answer, if 

14 anybody in the -- anybody have an annual report from 

15 2005? We can look it up on the Internet. I'm 

16 sorry, we don't have that answer off the top of 

17 our --

18 COUNCILMEMBER ANDERSON: Then I will look it up. Thank 

19 you. 

20 MR. McNATT: Do you have the annual report from 2005? 

21 COUNCILMEMBER ANDERSON: No, but if it's on the Internet, 

22 I guess I could --

23 MR. McNATT: It should be there. Yes, it's on the 

24 Internet. 

25 COUNCILMEMBER ANDERSON: I'm not a stockholder. Wish I 
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1 was. 

2 COUNCILMEMBER JOHNSON: Then you couldn't vote on this. 

3 COUNCILMEMBER ANDERSON: Oh, then I wouldn't -- then I 

4 wouldn't be able to vote, right. 

5 MR. McNATT: I'm not going to say anything. 

6 COUNCILMEMBER KANE: About ready for that break, 

7 Mr. Chair? 

8 MR. McNATT: I didn't say -- it was just for levity. 

9 COUNCILMEMBER ANDERSON: So what, Bob, you have some penny 

10 stocks in your pocket you want to get rid of? 

11 MR. McNATT: No, I don't. I'm sorry. 

12 COUNCILMEMBER ANDERSON: No, I'm bringing this up because 

13 I think -- I think it is very relevant, the profits 

14 that you will be realizing from this development, 

15 and I think it's rather disingenuous to tell Member 

16 Mateo, first, that you don't know the cost, because 

17 the cost has been coughed up several times already. 

18 MR. McNATT: Can I give you an example of costs? 

19 COUNCILMEMBER ANDERSON: Well, you could wait until I'm 

20 finished. 

21 MR. McNATT: Yes, ma'am. 

22 COUNCILMEMBER ANDERSON: And then I'll let you do that. 

23 

24 

25 

The cost as revealed in the Environmental Assessment 

states that the total costs for Kapalua Mauka are 

estimated to be approximately $470 million. Those 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

costs are, again, reiterated, although the figures 

are different, in your petition to the State Land 

Use Commission. And what's more interesting to me, 

Mr. McNatt -- and, you know, 470 million is good 

enough for me, even though it contradicts what you 

have in your petition. Your petition says that 

well, your petition says that based on the costs, 

that the revenues that will be realized by the State 

should exceed -- and this is in tax revenues for the 

20 year build out and the sales period -- should 

exceed $101.9 million from income and general excise 

tax and will stabilize at $5.2 million annually 

following completion of the construction. 

It also goes on to say that State costs 

associated with delivering services to Kapalua Mauka 

are estimated to be 56.7 million during the 20-year 

build-out period and $4.4 million a year -- per year 

thereafter. Then it goes on to state what the 

State's net revenue will be. It says that -- if you 

want to follow me I'm on page 20 of the petition l 

Mr. McNatt. It says that the County of Maui is 

anticipated to receive $72.9 million in real 

property tax revenue from Kapalua Mauka over the 

20-year build out and sales period and an estimated 

$5.6 million a year thereafter. 
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1 And there's other more detailed figures, but 

2 I'm not going to go into that because the point I'm 

3 trying to make is that if you know if you can say 

4 in general terms -- and, granted, times have 

5 changed in the last two years. I don't think 

6 anybody's asking you for a very definitive figure. 

7 We want a ballpark figure. If you can tell us what 

8 the costs -- the anticipated costs of your project 

9 are. And it's my understanding when you appeared 

10 before the State Land Use Commission you swear to 

11 tell the truth, the whole truth, and nothing but the 

12 truth. So if that was the truth two years ago, that 

13 it's a -- the cost factor in building this is $470 

14 million, that the revenue stream or the revenue 

15 realized from the build out of this project will 

16 afford the State 100-plus million dollars in 

17 income -- revenue and the County $72 million in 

18 revenue, you must have some way of figuring that out 

19 as to what your profit is going to be, what the 

20 sales are going to be from Kapalua Mauka in order to 

21 generate these kind of revenues to the State and to 

22 the County. 

23 MR. McNATT: The -- that study was done at a point in time 

24 

25 

two and a half, three years ago. So anything that 

was done that long ago will of course change. So we 
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1 don't know what our costs are going to be today. 

2 For instance, we just recently bid out a project 

3 where we had estimated the cost to be -- the first 

4 phase of Honolua Village where it's currently under 

5 construction. 12,000 square feet of retail space. 

6 We bid that project out. After having done detailed 

7 cost analysis up to that point telling us it was 

8 going to be a $6 million project, it came in at $9 

9 million. Just in a six-month span costs had gone up 

10 50 percent. That's what's happening in the market 

11 right now and have been -- has been going on for 

12 quite some time. 

13 COUNCILMEMBER ANDERSON: I understand, Mr. McNatt. 

14 MR. McNATT: We don't have an idea of what the costs are 

15 going to be or what the market is going to be 

16 long-term, especially over a 15-year period. That's 

17 why I say we're not sure. 

18 COUNCILMEMBER ANDERSON: Okay, let's take it back to when 

19 

20 

21 

22 

23 

24 

25 

this was done. You had to have some idea at that 

time what your profits were going to be in order to 

come up with these expected revenues to the State 

and the County for real property taxes and excise 

tax. Now, certainly times have changed, and as I 

said I don't expect you to give me a definitive 

figure, but if we could have the figure that would 
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1 have been applicable when this petition was filed, 

2 then whatever the cost increase is now over this 

3 last two-year period, I would venture to guess that 

4 those costs are going to be passed on to the buyers 

5 anyway. I don't really believe that you're going to 

6 take it in the shorts and realize less profit margin 

7 because costs have gone up, because you're dealing 

8 with a very high-end market. You're dealing with a 

9 minimum -- and of course these -- these sales prices 

10 have probably gone up too, Mr. McNatt, in the last 

11 two years, from a lot being $500,000 to God knows 

12 what. 

13 So, you know, I really don't appreciate 

14 trying to, you know, get around answering the 

15 question. I think it's extremely relevant that 

16 we -- that we understand what you're going to be 

17 realizing in profits from this. Because it has a 

18 lot to do with the -- it has a lot to do with what 

19 you're willing to offer the County and the residents 

20 of Maui in affordable housing. For me, anyway. And 

21 so I think it's a very relevant question, and I 

22 would hope that you could give us an answer. 

23 MR. McNATT: So, I'm sorry, what's the question? 

24 COUNCILMEMBER ANDERSON: The question is when this 

25 petition was filed when you appeared before the 
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1 State Land Use Commission and you swore that the 

2 facts in this petition were true, I want to know 

3 based on the cost figures you gave in this petition 

4 and the revenues that are expected to be realized by 

5 the State and the County from real property taxes 

6 and excise taxes which would come from the sale of 

7 your project, what were the expected - what was the 

8 expected profit at that time? 

9 MR. McNATT: I don't know the answer to that. 

10 COUNCILMEMBER ANDERSON: Could you find out and get back 

11 to us? 

12 MR. McNATT: I don't think it's relevant. I don't even 

13 think we have the answer to that question. There's 

14 revenues 

15 COUNCILMEMBER ANDERSON: How do you come up with revenues 

16 if you don't know what that is? 

17 VICE-CHAIR PONTANILLA: Ms. Anderson, we can write to Maui 

18 Land -- to the applicant and request for that 

19 information. 

20 COUNCILMEMBER ANDERSON: Well, you can write to them. 

21 

22 

23 

24 

25 

That doesn't mean you're going to find out. I do 

think it's relevant. Extremely relevant, 

Mr. McNatt. And I think it's disingenuous to say it 

isn't, number one, and to say that you don't know 

what it is, number two, because nobody goes forward 
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1 with a $500 million project and doesn't know what 

2 their profit's going to be in the end. So I'm sorry 

3 you can't be forthright with that. Very sorry. 

4 VICE CHAIR PONTANILLA: Thank you l Ms. Anderson. 

5 COUNCILMEMBER ANDERSON: Thank you l Mr. Chairman. 

6 VICE-CHAIR PONTANILLA: But againl we'll follow up with a 

7 memo to the applicant requesting that information. 

8 Members I if there's no objections l the Chair 

9 would like to call a break to -- we'll reconvene at 

10 5:15. 

11 COUNCILMEMBER KANE: 5:20 1 Chair. 

12 VICE-CHAIR PONTANILLA: OkaYI 5:20 we'll reconvene. 

13 (Gavel) . 

14 RECESS: 5:08 p.m. 

15 RECONVENE: 5: 21 p.m. 

16 VICE-CHAIR PONTANILLA: (Gavel). The Land Use Committee 

17 is now back in session. 

18 Thank you very much for that break. Noting 

19 that we lost a lot of members through these 

20 proceedings, if there is no objections l the Chair 

21 would like to defer this matter. 

22 COUNCIL MEMBERS: No objections. 

23 COUNCIL MEMBERS VOICED NO OBJECTION. (excused: RC I RHI 
DMI and CT) 

24 

25 ACTION: DEFER pending further discussion. 
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1 VICE CHAIR PONTANILLA: We'll defer this matter to 

2 December the 7th, Tuesday -- Wednesday, December the 

3 7th. As far as the time, that will be determined by 

4 the Chair, Mr. Carroll. Is there any announcements? 

5 If not, this meeting is adjourned. (Gavel) . 

6 ADJOURN: 5: 23 p.m. 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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